
Many clients could be forgiven for thinking that Business Relief (BR) 
is only for older clients who are planning their estate in later life. But 
it also has a role to play for younger clients, especially those who 
aren’t married and as such won’t be using spousal transfers which are 
exempt from Inheritance Tax (IHT). 

In this scenario, we explore how the Alternative Investment Market 
provides additional diversification for a client portfolio, whilst also 
offering additional tax-efficient benefits. 

Benefits of tax-efficient investments are subject to change and 
personal circumstances. 

Younger clients with no spouse to 
receive Business Relief transfers 
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CLIENT PLANNING SCENARIO



Value of the investment  
£340,000 

Meet Maggie

Guidance given by the adviser: 
The adviser begins by reviewing Maggie’s objectives, asking about her appetite for risk and the ability to absorb the impact of 
financial loss. They discuss the importance of protecting the value of her portfolio from by reducing a future Inheritance Tax bill 
so it can be passed to her 3 children in the future, as well as ensuring she has a buffer for her retirement years.

The adviser explains that investing into the Blackfinch Adapt AIM ISA Portfolio would provide dividends free from tax. He goes on 
to outline that any increase in value of the portfolio would be exempt from Capital Gains Tax, and if held for a minimum of 2 years 
and at time of death it will also be liable for a reduced rate of Inheritance Tax if she decides to leave it to her children. 

Maggie retains her existing £500,000 in a general 
investment account 

Let’s take a look at how his portfolio could change, using two different investment strategies. 
(Both assume the client has exhausted all applicable reliefs.) 

Maggie is a 53 year old single client, with 3 children and £500,000 in a general investment account.  
She is considering her investment portfolio and the different sectors she is invested in as she prepares  
for retirement. 

She meets with her adviser to understand what type of investments could offer growth potential.

Inheritance Tax liability due @ 40%
£200,000

Inheritance Tax 

Everyone has an allowance 
of £325,000, known as the 

nil rate band, which they can 
leave to beneficiaries free 
of IHT. If the individual has 

an estate valued above this 
amount, it could be subject to 

IHT at a rate of up to 40%. 
 

Residence Nil Rate Band 

Introduced in 2017, the Residence Nil Rate 
Band (RNRB) is an additional IHT relief 

that can be claimed against the value of 
a main residence. The RNRB is currently 

£175,000. RNRB rates are frozen until 2030 
and is only applicable to one home of 

which the deceased has lived and owned 
at some point, and is being passed on 
to direct descendants (e.g. children or 

grandchildren). RNRB starts to be reduced 
where the death estate exceeds a £2m 

taper threshold.

Can help preserve a family’s wealth  BR assets can replace each other

Upon death there are various options
•	 Shares can be encashed and distributed 

to beneficiaries. 

•	 Shares can be encashed, and proceeds 
paid to HMRC to pay any IHT bill due on 
the estate (Direct Payment Scheme). 

•	 Shares can be passed down to 
beneficiaries who can then retain them. 
If the original owner had held the shares 
for over two years, the shares would 
be immediately BR qualifying in the 
beneficiaries estate

Advantages of BR

£

Transfer into Trust 
If the shares were already held for two years
before the transfer into trust, the potential
lifetime charge to IHT is reduced from 20% to zero.

Only takes 2 years to qualify for BR
Shares must be held at the time of death

£

£

Value of the investment  
£400,000

Maggie invests in a Blackfinch Adapt AIM Portfolio 

Inheritance Tax due at 20% 
£100,000

Transfer by way of gift:
If the individual (donor) holds BR-qualifying
shares for 2 years before gifting, and the
recipient of the gift still holds the shares at the
time of the donor’s death, the investment retains
IHT Relief for the donor (reduce estate).

£

£

For more information, please speak to one of the team.

Supporting the UK Economy 

Certain businesses qualify 
for Business Relief, including 

shares in many AIM-listed 
firms. Unlike traditional 

IHT solutions, which can 
invest globally, clients’ 

money is invested in BR-
qualifying firms, that are 

predominantly  
UK-based

Clients must be advised that this example is for illustrative purposes only and ignores fees, charges, returns and risks. 
Please refer to our product literature for further details 

Maggie passes away 3 years later Maggie passes away 3 years later 

New Business Relief rates will apply 
from April 2026. Please refer to the Guide 
to Business Relief for further information.
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IMPORTANT INFORMATION

Capital at risk. This article is issued by Blackfinch Investments Limited (Blackfinch), which is authorised and regulated by the 
Financial Conduct Authority (FCA number 153860). Registered address: 1350-1360 Montpellier Court, Gloucester Business Park, 
Gloucester, GL3 4AH. Registered in England and Wales company number 02705948. This article is for intermediary information 
only and does not form any offer or invitation to invest. All information correct at November 2024.
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